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The basic idea of ICAPM model indicates that the state variables affecting future 
investing opportunity set should be treated as pricing factors of asset pricing model.
The aggregate volatility varies as time, it will change the investing opportunity set 
through affecting future expected market return or the relationship between risk and 
returns. Hence, the innovation of aggregate volatility should be treated as an 
influential factor to stock returns. Stocks with different sensitivities to innovations in 
aggregate volatility should have different expected returns. To both academic field 
and practical field, research on volatility risk price is necessary and essential.
This paper utilizes EGARCH-M to abstract aggregate volatility innovation, on
the basis which, it investigates characteristics of volatility risk and risk price with
Fama-Macbeth method and with sample data of Chinese A-share stocks between 
Feb-1997 and Jun-2009 through testing on stock portfolios and all individual stocks.
The empirical study on Chinese stock market shows that aggregate volatility risk is a 
remarkable cross-sectional pricing factor in pricing and its risk price is negative, that
is, stocks with higher sensitivities to market volatility risk should provide lower 
average returns. Plus, introducing volatility risk factor to asset pricing model is 
beneficial to reduce pricing error and to explain market abnormal phenomenon, such 
as size effect and B/M effect.
The robust tests show that the result, that the price of aggregate volatility risk is 
negative, is not affected by liquidity and market skewness, not by changing the testing 
assets, not by specification of volatility model. Moreover, volatility risk could cover 
the pricing information of some macroeconomic variables, and size factor is a proxy 
variable of volatility risk factor.
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